CORPORATE PROFILE 


Vision 2000 Exploration Ltd. is a Calgary based 
growth oriented junior energy company engaged 
in natural gas exploration and production in Western 
Canada. The natural gas focused Company operates 
in two core areas, west-central and southern Alberta. 
At Kaybob South, in west-central Alberta, Vision 2000 
operates a gas compression facility, has working interests 

in fifteen gross sections of land, and has working interests 
in nine producing natural gas wells. The Company plans 
further drilling in 2002 at Kaybob South in addition to expanding 


operations in this multi-zone liquids-rich natural gas area. 


At Knappen, in southern Alberta, the Company operates a natural 
gas facility, has working interests in five gross sections of land and 
produces natural gas from the Sawtooth formation. The Company 

has planned an active drilling program this summer at Knappen 
with up to four wells being drilled in addition to expanding operations 


“gs in this multi-zone shallow gas area. 
Barrel of oil 


Barrels of oil 

We ceandé‘of barrels of oil Vision 2000 has a strong balance sheet, seasoned management team 
Thousands of cubic feet and a portfolio of natural gas prospects in the Company's core areas to 
Millions of cubic feet add significant shareholder value through the drill bit. Vision 2000 trades 
Billions of cubic feet 

Barrels of oil equivalent, 
Thousands of barrels of oil equivalent 
Natural gas liquids 

Per day 


on the TSX Venture Exchange formerly the Canadian Venture Exchange under 
the symbol "VNN.A". 


ANNUAL GENERAL MEETING 


The Annual General Meeting of Shareholders of Vision 2000 Exploration Ltd. will be 

held on October 18, 2002 at 3:00 pm in the Main Board Room of Macleod Dixon, 
Barristers & Solicitors, 37th Floor, 400 - 3rd Avenue SW, Calgary, Alberta. All shareholders 
are invited to attend. 
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HIGHLIGHTS | 


At year-end December 31 (9 months) and March 31 


FINANCIAL 
($ thousands, except per share amounts) 
Oil and Gas Revenue 
Cash flow from operations 
Per share 
Net income 
Per share | 
Capital Expenditures 
Total assets 
Long term debt 
Shareholder’s equity 
Common shares outstanding 
Present value of proven reserves 


OPERATING* 
Land holdings (net acres) 
Crude oil production 


Thousands of barrels 
Average barrels per day 


Average selling price ($Cdn per barrel) ‘oollgndo 43.90 “270 

Natural gas production % er e 
Million cubic feet 179 ‘ 238 | -25% 
Average thousand cubic feet per day | ew ogeyty, | 652 0% 
Average selling price ($Cdn per thousand cubic feet) vives 4.60-— 6.66 3.190. ij: 

Average daily production (boe) 128 41 ” * 

Proven reserves ee ap ae aie a 
Crude oil & NGLs (mbbl) 68 OP aS feraag, Lao 
Natural gas (mmcf) 1,799 1,584 _ 14% 
Barrels of oil equivalent (mboe) 368 5 13% 

ae a 

Netback ($/boe) 16.22 (2430.  —_--33% 


* 6:1 gas to oil conversion ratio 
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PRESIDENT’S MESSAGE 


The year ending December 31, 2001 was a year of extremes 
for the oil and gas industry. The first six months of the year 

were marked by soaring oil and natural gas prices, a vibrant 
economy and oil industry activity at full-throttle. The second half 


of the year was the complete opposite, with falling commodity \ — 
prices, the United States economy in recession and the energy ' 
sector applying the brakes. The tragic events of September 11 

compounded an already fragile economy with unprecedented 


uncertainty both politically and economically. 


Throughout the uncertainty of this past year, Vision 2000 remained 
focused, completing an impressive capital program at Kaybob South 
the Company's major core property. The Company, holding a 50% 

working interest, drilled a significant liquids-rich natural gas discovery at 


8-8-62-21W5, built a pipeline, an access road and production facilities. 


Vision 2000 completed the tie-in of the 8-8 discovery well April 22, 2002, 
with the commencement of operations, increasing the Company's overall 
production 40% to 175 boe/d, consisting of 85% natural gas and 15% oil and 


natural gas liquids. 
The Company completed this capital program without issuing new equity, 


maintaining a strong balance sheet and having the financial resources in place 


to further accelerate the growth of Vision 2000. 
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CORPORATE STRATEGY 


The Company's corporate strategy of acquiring under-valued assets in the marketplace and realizing upside potential 
through lower-risk development drilling and re-completions has been a great success. The Kaybob South acquisition 
completed in April 2000 at a cost of $1.2 million has grown in value to $3.2 million today through the Company's efforts 


of maximizing its value. 


The Company's major interest at Knappen in southern Alberta was acquired in 1998 for $50,000 and has a market value 
today of approximately $500,000. The Company plans to significantly increase this asset value with an aggressive drilling 
program planned for the summer of 2002. 


The current marketplace for property acquisitions, however, is much more competitive today with demand for oil and 
gas assets far outweighing the supply leading to a sellers market. Being a disciplined Company, Vision 2000 will focus 
on drilling for natural gas reserves in the Company's two major core areas in west-central and southern Alberta, while 


at the same time being cognizant of the marketplace for strategic acquisitions with upside potential. 


The Company's discipline carries over to the financial statements, where maintaining a strong balance sheet provides 
Vision 2000 the financial strength to aggressively pursue opportunities as they occur. 


OPERATIONAL HIGHLIGHTS 


Notikewin natural gas discovery at Kaybob South 
Bluesky re-completion at Kaybob South 
Notikewin re-completion at Kaybob South 


Proven reserves increase 13% to 368 mboe 


Production increases 40% to175 boe/d 


The Company's production for the year ended December 31, 2001 averaged 128 boe/d consisting of 85% natural gas 
and 15% oil and natural gas liquids. The Company's Notikewin natural gas discovery at 8-8-62-21W5 and successful 
Notikewin natural gas re-completion at 11-16-61-21W5 were both completed subsequent to year-end and increased 
production 40% to 175 boe/d, consisting of 870 mcf/d of natural gas and 27 bbls/d of oil and natural gas liquids. 
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The Company's reserve report prepared by Sproule Associates Limited (“Sproule”) dated January 1, 2002 showed proven 
reserves increased 13% to 368 mboe compared with the Sproule report dated April 1, 2001. The Company's effective 
reserve base including proven plus probable reserves was 408 mboe, consisting of 2,019 mmcf of natural gas and 
72 mbbl of oil and natural gas liquids at January 1, 2002. 


West-Central Alberta 

Vision 2000, as operator, drilled and completed the liquids-rich 8-8-62-21W5, Notikewin natural gas well (50% interest) 
September 2001. The well was tied-in to the Talisman Bigstone gas gathering system and commenced production April 
22, 2002 at 500 mcf/d. This liquids-rich natural gas well is expected to add 40 boe/d net production to the Company. 


The Company successfully re-completed the Bluesky formation (75% interest) at 10-20-61-21W5 and received Board 
approval November 2001 to commingle Bluesky and Notikewin production in the well bore. The Bluesky formation 
which tested at a stabilized rate of 100 mcf/d is expected to add 15 boe/d net production to the Company. 


Vision 2000 participated with partners in the successful Notikewin re-completion at 11-16-61-21W5 (8.7% interest). The well 
commenced production February 2002 at 500 mcf/d and is expected to add 11 boe/d net production to the Company. 


The Company, holding a 37.5% interest, drilled and abandoned a 2000 metre exploratory well at 5-11-62-22W5 at 


Kaybob South. The well encountered numerous gas shows, however, production was deemed uneconomic. 


Vision 2000 plans further exploratory drilling for natural gas on its extensive Kaybob South land holdings in the fall of 2002 
targeting liquids-rich Dunvegan, Notikewin and Gething sands. 


Southern Alberta 

The Company, holding a 40% interest, drilled the 11-33-1-11W4 exploratory well August 2001. The main objective, the 
Glauconite sand, had shaled-out, however, gas shows were encountered in the Second White Specks and the well was cased 
for possible production at a later date. Significant shallow gas production in the Second White Specks occurs offsetting 
Company acreage with field development taking place on 320 acres spacing. 
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The Company, as operator, plans a major exploration program at Knappen in the summer of 2002, with up to four locations, 
targeting Second White Specks, Bow Island and Sunburst sands, with seismic acquisition occurring in June and drilling 
operations commencing in August 2002. 


FINANCIAL HIGHLIGHTS 


Cash Flow of $349,353 

Net Income of $15,491 

Capital Expenditures of $1 Million 

Net Asset Value of $4.3 Million ($.74 per share) 


The Company's comparative financials for the year-end December 31, 2001 were adversely affected by the shortened 
nine month reporting period, as compared to the twelve month period the previous year. Lower commodity prices, which 
affected the energy sector as a whole had a dampening effect on the Company's revenue, cash flow and net income. 
Gains in production, realized from the Company's successful capital program at Kaybob South, will have a positive impact 
on the Company's financials in 2002. 


Revenue from the sale of oil, natural gas liquids and natural gas, for the current year-end, decreased 48% to $1,096,402 
compared to $2,098,439 for the previous year-end March 31, 2001. Natural gas prices for the current period averaged 
$4.60 compared to $6.66 for the previous period, a decrease of 31%. The Company's oil prices averaged $34.40 for the 
current year-end, compared to $43.90 the previous year-end, a decrease of 22%. 


Cash flow of $349,353, or $0.06 per share, was reported for the current year-end, a decrease of 64% compared to 
$983,810, or $.17 per share, for the previous year-end March 31, 2001. Net income of $15,491 was reported for the current 
year-end, a decrease of 96% compared to $377,891 recorded March 31, 2001. 


The majority of the Company's $1 million capital program was concentrated in the Kaybob South core area where Vision 


2000 and partners drilled a natural gas discovery at 8-8, built a pipeline, an access road and production facilities. The 
Company increased its overall production 40% to 175 boe/d adding long-life, liquids-rich natural gas production. 
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Based on a Sproule report dated January 1, 2002, the net present value of the Company's proven reserves, discounted 
at 10%, was $4 Million. The Company's net asset value, on a per share basis, including undeveloped land values and 
long-term debt at January 1, 2001 was $.74 per share. 


The Company's long-term debt at December 31, 2001 was $325 thousand or one-half years trailing cash flow on an 


annualized basis. The Company's revolving credit facility at year-end was $1.5 million. 


Vision 2000 has come through a difficult year for the industry with a strong financial position, production at an all time 


high and excellent prospects for continued growth. 


OUTLOOK 


The energy sector is once again building momentum due to higher than expected oil and natural gas prices caused by 
a strong economic recovery both in Canada and the United States, increasing the demand for oil and natural gas. On the 
supply side, the steep decline rates from existing oil and natural gas fields, plus the recent decline in drilling activity, has 
tightened inventories and put upward pressure on prices. Geopolitics has also weighed heavily on the market, with instability 


in the middle-east region raising fears of oil shortages, driving oil prices higher with natural gas prices following suit. 


The current WTI oil price of $26 US per bbl looks sustainable over the near term without any clear resolution to the middle- 


east conflict in sight, and with the onset of the summer travel season increasing the demand for refined oil products. 


The Alberta spot natural gas price currently at $4 per mcf also appears to have strong support in the marketplace going for- 
ward, provided the United States economy continues to grow and does not fall back into recession and oil prices con- 


tinue to hold onto their recent gains. 


Against this positive backdrop for commodity prices, Vision 2000 plans to build on its strengths in both core areas of 


west-central and southern Alberta. 
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West-Central Alberta 

At Kaybob South, Vision 2000 has interests in fifteen sections of gross land, interests in nine producing natural gas wells 
and operated facilities and pipelines. The Company will continue to pursue low to medium risk development opportunities 
offsetting Company owned facilities through farm-ins and crown land sales. Opportunities to expand into new core 


areas with joint venture partners will also be pursued. 


Southern Alberta 

At Knappen, the Company has high working interests in five operated sections of contiguous land, operatorship of a 
gas processing facility and proprietary seismic. The Company plans to shoot an additional ten mile seismic program in 
the summer of 2002 and commence drilling operations subsequently, targeting shallow gas prospects in the Sunburst, 
Bow Island and Second White Specks sands. The Company will also pursue new opportunities to expand its operations 
in southern Alberta. 


The Company made substantial gains this past year growing production and expanding infrastructure at Kaybob South. 
The Company's strategy for 2002 will involve a more balanced approach between the Company's two major core areas 
with capital expenditures more evenly split between the deeper drilling, liquids-rich natural gas targets in west-central 
Alberta and the shallower natural gas prospects in southern Alberta. 


As a Company we are not content looking at past achievements but to a future of new discoveries and new opportunities 
which will further the growth of Vision 2000. 


We would like to thank all our staff for their valuable contribution to the Company's achievements this past year and 


to our shareholders for their continued support. 
On behalf of the Board of Directors, 


OC 


David G. Conklin 
President and Chief Executive Officer 
May 8, 2002 
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PROPERTY REVIEW 


HIGHLIGHTS 
West-Central Alberta (Kaybob South) 
» Notikewin natural gas discovery at 8-8-62-21W5 


» Notikewin natural gas re-completion at 11-16-61-21W5 Buse 


» Bluesky natural gas re-completion at 10-20-61-21W5 


__ STH MERIDIAN —__ 


Southern Alberta (Knappen) 
» = Recent land acquisition 
» Seismic program planned for June 2002 


Drilli ram t ie 
» rilling program to commence August 2002 JUDY CREEK & 


y {| KAYBOB SOUTH | 


PROPERTY REVIEW | EDMONTON 


WEST-CENTRAL 
KAYBOB SOUTH CORE ARER 


Property Description 


“ousy 7) @ cHicweit 
DELBURNE 


The Kaybob South Property is located within the Company's west-central f 
y perty i i pany's west-central focus INNISFAIL at A oe 


area at Fox Creek Alberta, 250 kilometers northwest of Edmonton. Vision 2000 
holds working interests ranging from 5.5% to 75% in fifteen gross sections of land 


including 604 net acres of undeveloped land. Kaybob South offers liquids-rich, CALGARY 


long-life natural gas reserves from the Triassic, Notikewin, Cadomin, Bluesky and SUFFIELD 4 
Gething formations at drill depths less than 2000 meters. 
SOUTHERN 


CORE AREA 
Wells and Facilities ae Ams 
if ae he: : KNAPPEN (/f\ 
Vision 2000 holds working interests ranging from 5.5% to 75% in nine producing rae 
liquids-rich natural gas wells including the recently tied-in 8-8-62-21W5 Notikewin 
natural gas discovery (50% interest), the 11-16-62-21W5 Notikewin re-completion A GAS PROPERTY 
(8.7% interest) and the 10-20-61-21W5 Bluesky re-completion (75% interest). The 
Company holds a 75% operated working interest in a 400 hp gas compression facility & pce ed sath 
that receives third party gas and has excess capacity of 2,000 mcf/d. The majority of the Rh ETPLORAVIONIARER 
Company's gas discharges into the Tony Creek Gathering System and enters the Central 


Alberta Midstream's KA plant for liquids extraction. 
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Production and Reserves 

The Kaybob South property produces 
at 5 mmcf/d gross and 590 mcf/d 
net to Vision 2000. The Kaybob 
South natural gas is liquids-rich 
producing on average 30 bbls of 
NGLs per million cubic feet of gas. 
The Company's net production from 
Kaybob South on a boe basis is 
117 boe/d representing 65% of 
Vision 2000's current production. 
Sproule in their reserve report dated 
January 1, 2002 assigned proven 
plus probable reserves of 285 mboe 
comprising 1.4 bcf of natural gas and 


46 mbbl of natural gas liquids. 


Exploration and Development 

Vision 2000 has identified lower- 
risk development opportunities at 
Kaybob South in the Dunvegan, 
Notikewin and Gething sands 
which could involve a multi-well 
drilling program with operations 
commencing in the fall of 2002. 
The Company plans to expand its 
operations in west-central Alberta 
through acquisitions and farm-ins 
which meet the Company's criteria 
and complement our existing 


operations. 


Kaybob South 


T62 


T61 


+t Gas Well \\ Pipeline 


~)- Dry and Abandoned ® Vision Operated Pipeline 
O 2002 Drilling Locations al Operated Gas Facility 
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Knappen 


KNAPPEN 

Property Description 

Vision 2000 operates the Knappen property located in southern Alberta 
50 kilometers east of Milk River. The Company holds an average work- 
ing interest of 53% in five sections of land. The Knappen property 
offers multi-zone natural gas potential with production in the area 
from the Second White Specks, Bow Island, Sunburst, Glauconite, 
Sawtooth and Mississippian formations at drill depths from 300 to 


900 meters. 


Wells and Facilities 


Vision 2000 operates the Knappen gas compression facility with a 


40.625% interest. The facility consists of gas compression and dehy- Sen 


dration and has capacity for 1,000 mcf/d of raw gas. The Company 
holds a 40.625% interest in the 16-29-1-11W4 Sawtooth gas well pro- tt Gas Well 


ducing into the facility. There is currently excess capacity of approximate- © 2002 Drilling Locations 


\\ Pipeline 
al Operated Gas Facility 


ly 700 mcf/d and the facility could easily be upgraded to accommodate 
additional volumes. The Company pays transportation fees from 


Knappen to Aden where the gas is sold into the Montana market at 


the Alberta spot price. 


Production and Reserves 

The Knappen property produces 300 mcf/d gross and 120 mcf/d net of natural gas from the Sawtooth formation. The 
Company has tested gas from other formations that will be further evaluated by the proposed drilling program during 
the summer of 2002. Sproule in their January 1, 2002 report assigned Vision 2000 proven plus probable reserves of 45 


mboe comprising 269 mmcf of natural gas. 


Exploration and Development 

The Company has identified a prospective Sunburst natural gas play on Company acreage which could support up to 
four drilling locations. Other prospective natural gas zones including the Second White Specs and Bow Island sands will 
be evaluated. The Company will conduct a detailed seismic program in June of 2002 to delineate the drilling targets 


with operations to commence in August of 2002. 
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MANAGEMENT’S 
DISCUSSION AND ANALYSIS 


This review is management's discussion and analysis of the 
results of operations for Vision 2000 and should be read in 
conjunction with the audited financial statements and 
accompanying notes to the Company's year-end December 
31, 2001. The Company changed its fiscal year-end from March 
31 to December 31 effective December 31, 2001. Consequently, 
the comparative figures reflect a nine month year-end December 


~~». 31, 2001 versus a twelve month year-end March 31, 2001. The 


¢.“ “= * Company has used a conversion ratio from natural gas to oil of six 


PRODUCTION 


The Company's production for the year-end December 31, 2001 averaged 
128 boe/d consisting of 651 mcf/d of natural gas and 20 bbls/d of oil and 
natural gas liquids. This compares with 142 boe/d the previous year, consisting 
of 652 mcf/d of natural gas and 33 bbls/d of oil and natural gas liquids, a 
decrease of 10%. Oil production declined during the year primarily as a result 
of the abandonment of the Triassic oil zone in the 10-20-61-21W5 well that was 


subsequently re-completed in the Bluesky formation for natural gas. 


Subsequent to year-end, the Company's 8-8-62-21W5 Notikewin natural gas discovery 
and the 11-16-61-21W5 Notikewin re-completion, both at Kaybob South, were brought 

on stream increasing Vision 2000's production to an all-time high of 175 boe/d, consisting 
of 870 mcf/d of natural gas and 27 bbls/d of oil and natural gas liquids. 
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REVENUES 


Revenue from the sale of oil and natural gas liquids and natural gas for the nine month year-end December 31, 2001 was 
$1,096,402 compared with $2,098,439 for the twelve month year-end March 31, 2001, a decrease of 48%. Natural gas prices 
for the year-end December 31, 2001 averaged $4.60 per mcf compared to $6.66 per mcf the previous year-end, a decrease 
of 31%. Oil prices for the current year-end averaged $34.40 per bbl compared with $43.90 per bbl for the year-end 
March 31, 2001, a decrease of 22%. Revenues were also adversely affected by the decline in average daily production 


for the current year as new reserves discovered during the year commenced production subsequent to year-end. 


ROYALTIES 


Royalty expenses comprise Crown, freehold and overriding burdens on the Company's oil and natural gas production. 
Royalties for the year-end December 31, 2001 totaled $126,714 or 16% of revenue compared with $428,299 or 27% 
of revenue for the previous year-end. The Company's Alberta Royalty Tax Credit (“ARTC”) for the current year-end is a net 
amount owing of $42,786 reflecting a reassessment of the Company's claims by Alberta Treasury for tax years ending 
March 31, 1998, 1999, 2000 and 2001 compared with a credit of $49,660 for the previous year-end. 


OPERATING EXPENSES 


Operating expenses for the December 31, 2001 year-end averaged $331,730 compared with $411,472 the previous 
year-end, a decrease of 19%. The Company was overcharged on its sweet gas processing at Kaybob South for all of 2001 
and a credit of $25,000 is expected reducing operating cost to $306,730. On a unit of production basis, operating costs 
averaged $8.71 per boe compared with $8.02 per for the previous year-end, an increase of 9%. The Company's new 
discovery well at Kaybob South, 8-8-62-21W5, which came on stream in April 2002, will be processed at the Talisman 


Energy Bigstone plant that will result in a reduction to the Company's processing fees on a per boe basis going forward. 


IS VISION 2000 EXPLORATION LTD. 200! ANNUAL REPORT 


GENERAL AND ADMINISTRATIVE EXPENSES 


The Company incurred general and administrative expenses of $262,262 for the current year-end compared with $285,871 
for the previous year-end, a decrease of 8%. The Company had three full-time employees during the year and utilized 
the services of professional consultants to fulfill various administrative, technical and accounting functions. During the 
year, the Company capitalized $128,772 in general and administrative expenses directly attributable to capital programs in 


accordance with generally accepted accounting practice in the industry as compared with $183,289 the previous year-end. 


OPERATING NETBACKS 


The Company realized an operating netback for the December 31, 2001 year-end of $16.22 per boe compared with 
$24.30 per boe for the March 31, 2001 year-end, a decrease of 33%. 


At December 31 and March 31 2001 2001 % Change 
Selling price per boe $ 28.53 $ 40.61 -30 
Less: 

Royalty per boe 3.60 8.29 -57 
Operating Expense per boe 8.71 8.02 S 
Operating Netback $ 16.22 $ 24.30 -33 


DEPLETION AND DEPRECIATION 


The Company's depletion and depreciation expense for the December 31, 2001 year-end was $304,319 compared with 
$355,644 for the previous year-end a decrease of 14%. This decrease is primarily due to the lower production volumes 
reported for the current year-end. The corporate depletion rate remained virtually unchanged on an annualized basis with 
the Company recording 8.8% for the nine month December 31, 2001 year-end compared with 11.9% for the twelve 
month March 31, 2001 year-end. 
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LONG-TERM DEBT AND WORKING CAPITAL 


The Company's long-term debt at December 31, 2001 was $325,494 that represents approximately one-half years trailing 
cash flow on an annualized basis. The Company's major capital program at Kaybob South which involved drilling and 
completions, pipeline construction, lease and road construction and installation of production facilities required a significant 
capital investment, which was accomplished by a combination of existing working capital and long-term debt financing. 
As the Company's operations continue to grow the demand for capital will also increase. The Company remains committed 
to a balanced approach to financing new projects, with capital investment coming from cash flow, long-term debt and 
issuance of shares from treasury. The Company's goals are to maintain a conservative financing strategy, with long-term 
debt staying within one to one-and-a-half times the Company's trailing cash flow. Issuance of shares from treasury will 
only be considered when market conditions are favorable. 


CASH FLOW AND NET INCOME 


Cash flow from operations averaged $349,353 or $.06 per share for the nine month December 31, 2001 year-end compared 
with $983,810 or $.17 per share for the previous twelve month year-end March 31, 2001, a decrease of 64%. The 
Company's cash flow on an annualized basis would be approximately $.10 per share. A reduction in cash flow resulted 
from lower commodity prices and the significant lead-time required at Kaybob South to tie-in new reserves. The Company 


reported a positive net income of $15,491 for the current year-end compared with $377,891 for the previous year-end. 


RESERVES 


The Company's oil and gas reserves were evaluated by Sproule Associates Limited as of January 1, 2002 and reviewed 
and approved by the Company's reserve committee, consisting of the president and two outside directors. Total proved 
reserves, increased 13% to 368 mboe, comprised of 1,799 mmcf of natural gas and 68 mbbls of oil and natural gas liquids. 
Of the Company's total proven reserve base 96% of the reserves are proven producing. The Company's established 
reserves, including proven plus probable reserves were 408 mboe comprised of 2,019 mmcf of natural gas and 72 mbbls 


of oil and natural gas liquids. 
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NET ASSET VALUE 


The net present value of the Company's proven oil and natural gas reserves is based on evaluations conducted by 
Sproule at January 1, 2002 using their price forecast as of January 1, 2002. 


Discounted Values @ PV 10% of Estimated Future Net Revenues, Pre-Tax Including ARTCs 


Based on Sproule’s January 1, 2002 pricing model ($ thousands, except per share amounts). 


At December 31 and March 31 2001 2001 % Change 
Proven Developed, Producing 3,876 Spee 22 
Proven Developed, Non-Producing 154 1,083 -86 
Proven Undeveloped 17 125 -86 
Total Proven 4,047 4,385 -8 
Undeveloped Land (market value) 500 570 -12 
Working Capital (net of long-term debt) (297) 390 -176 
Net Asset Value 4,250 5,345 -20 
Basic Shares Outstanding 5,820 5,839 0) 
Net Asset Value per Share-Basic $ 0.74 $ 0.92 -20 
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CAPITAL EXPENDITURES 


Capital expenditures for the December 31, 2001 year-end were $1,031,238 compared to $1,853,790 for the year ended 
March 31, 2001 a decrease of 44%. 


Year Ended Year Ended 
December 31, March 31, 
2001 2001 
Land $ 12,661 $ 269,394 
Seismic & Geological 128,772 218,782 
Drilling & Completions 775,632 266,999 
Facilities & Equipment 87,715 88,391 
Acquisitions - 1,010,224 
Corporate 26,458 
Total $ 1,031,238 $ 1,853,790 


INCOME TAX POOLS 


The Company has the following unused tax deductions available as at December 31, 2001: 


Canadian Exploration Expense $ 485,709 
Canadian Development Expense 491,271 
Canadian Oil & Gas Property Expense 942,477 
Undepreciated Capital Cost 443,065 


$ 2,362,522 


1I9 VISION 2000 EXPLORATION LTD. 200] ANNUAL REPORT 


MANAGEMENT’S REPORT 


The financial statements of Vision 2000 Exploration Ltd. were prepared by management in accordance with accounting 
principles generally accepted in Canada. The financial and operating information presented in this annual report is consistent 


with that shown in the financial statements. 


Management has designed and maintains a system of internal controls to provide reasonable assurance that all assets 
are safeguarded and to facilitate the preparation of financial statements for reporting purposes. Timely release of all 
financial information sometimes necessitates the use of estimates when transactions affecting the current accounting 


period cannot be finalized until future periods. Such estimates are based on careful judgments made by management. 


Collins Barrow, Chartered Accountants, appointed by the shareholders, have audited the consolidated financial statements 
and conducted a review of internal accounting policies and procedures to the extent required by generally accepted 
auditing standards, and performed such tests as they deemed necessary to enable them to express an opinion on the 


consolidated financial statements. 


The Board of Directors, through its Audit Committee, is responsible for ensuring that management fulfills its responsibility 
for financial reporting and internal control. The Audit Committee includes a majority of independent directors who are 
not employees of the Company. The Committee reviews the financial content of the Annual Report and reports its findings 


to the Board of Directors for its consideration in approving the consolidated financial statements. 


Oe 


David G. Conklin 
President and CEO 
March 21, 2002 
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AUDITORS’ REPORT 


TO THE SHAREHOLDERS 
Vision 2000 Exploration Ltd. 


We have audited the balance sheets of Vision 2000 Exploration Ltd. as at December 31, 2001 and March 31, 2001 and 
the statements of income and retained earnings and cash flows for the nine month period ended December 31, 2001 
and the year ended March 31, 2001. These financial statements are the responsibility of the Company's management. 


Our responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 


management, as well as evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company 
as at December 31, 2001 and March 31, 2001 and the results of its operations and its cash flows for the periods then 


ended in accordance with Canadian generally accepted accounting principles. 


peice [Sowers 


CHARTERED ACCOUNTANTS 
Calgary, Alberta 
March 21, 2002 
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BALANCE SHEETS 


December 31, March 31, 
2001 2001 
ASSETS 
Current assets 
Cash and cash equivalents $ - $ 545,761 
Accounts receivable 538,585 240,595 
538,585 786,356 
Property and equipment (note 3) 3,357,700 2,620,450 
$ 3,896,285 $ 3,406,806 
LIABILITIES 
Current liabilities 
Accounts payable and accrued liabilities $ 509,819 $ 337,607 
Income taxes payable - 58,963 
509,819 396,570 
Bank debt (note 4) 325,494 - 
Provision for future site restoration 42,363 32,032 
Future income taxes 386,757 357,214 
1,264,433 785,816 
SHAREHOLDERS' EQUITY 
Share capital (note 5) 1,904,829 1,905,669 
Contributed surplus (note 5[c]) 1,184 4,973 
Retained earnings 725,839 710,348 
2,631,852 2,620,990 


$ 3,896,285 $ 3,406,806 


Approved by the Board, 


SPs Aru 
C xed Mh along os 
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STATEMENTS OF INCOME AND RETAINED EARNINGS 


Nine month 
period ended Year ended 
December 31, March 31, 
2001 2001 
Revenue 
Oil and gas sales $ 1,096,402 $ 2,098,439 
Less: Royalties 126,714 428,299 
969,688 1,670,140 
Alberta Royalty Tax Credit (repayment) (note 9) (42,786) 49,660 
Interest 11,325 20,316 
938,227 1,740,116 
Expenses 
Production 331,730 411,472 
General and administrative 262,262 285,871 
Depletion and depreciation 304,319 355,644 
898,311 1,052,987 
Income before income taxes 39,916 687,129 
Income taxes (note 6[b]) 24,425 309,238 
Net income 15,491 377,891 
Retained earnings, beginning of period 710,348 332,457 
Retained earnings, end of period $ 725,839 $ 710,348 
Net income per share (note 5[e]) $ 0.00 $ 0.06 
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STATEMENT OF CASH FLOWS 


Nine month 
period ended Year ended 
December 31, March 31, 
oo 2001 aan 
Operating activities 
Net income $ 15,491 $ 377,891 
Items not involving cash 
Depletion and depreciation 304,319 355,644 
Future income taxes = 29,543 Fe Oe 
Cash flow from operations 349,353 983,810 
Net change in non-cash working capital balances 4,490 31,488 


353,843 ————1,015,298 
Financing activities 
Proceeds from bank debt, net 325,494 - 
Issuance of Class A shares 30,000 - 
_Repurchase of Glass Ashates: a (54,629) FO 23,745) 
320,865 (23,745) 
Investing activities 
Acquisition of property and equipment (1,031,238) (1,853,790) 
Net change in non-cash working capital balances (189,231) 16,365 
(1,220,469) (1,837,425) 
Net decrease in cash and cash equivalents (545,761) (845,872) 
Cash and cash equivalents, beginning of period 545,761 1,391,633 
Cash and cash equivalents, end of period $ - $ 545,761 


Cash flow from operations per share (note 5[e]) $ 0.06 $ 0.17 


Cash and cash equivalents is comprised of: 


Balances with banks $ - $ 74,651 
Money market fund - 471,110 
$ - $ 545,761 


Supplemental disclosure of cash flow information: 


Interest paid $ 7,833 $ 1,233 
Income taxes paid $ 53,845 $ = 
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NOTES TO FINANCIAL STATEMENTS 


DECEMBER 3I, 200! AND MARCH 3l, 200! 


The Company's principal business is to acquire, explore for, develop and produce oil and natural gas reserves in Western Canada. 


CHANGE IN YEAR-END 
The Company changed its fiscal year-end from March 31 to December 31 effective December 31, 2001. The new fiscal year-end 


allows the Company's reporting to be on a basis consistent with other companies engaged in the oil and gas business. 


2. SIGNIFICANT ACCOUNTING POLICIES 


(a) 


(b) 


Cash and cash equivalents 


Cash and cash equivalents consists of balances with banks and investments in money market instruments. 


Exploration and development costs 

The Company follows the full cost method of accounting for exploration and development expenditures, whereby 
all costs relating to the exploration for and the development of oil and gas reserves are initially capitalized. Costs 
capitalized include land acquisition costs, geological and geophysical expenditures, rentals on undeveloped properties, 
costs of drilling productive and non-productive wells together with lease and well equipment. Gains or losses are 
not recognized upon disposition of oil and natural gas properties unless such a disposition would significantly alter 


the rate of depletion and depreciation. 


Depletion and depreciation is provided for using the unit-of-production method based on estimated proven oil and 
gas reserves as determined by independent engineers. For purposes of the calculation, oil and gas reserves are 
converted to a common unit of measure on the basis of their relative energy content whereby one barrel of oil equals 


six thousand cubic feet of natural gas. 


The cost of significant unproved properties are excluded from the depletion and depreciation base until it is 


determined whether proved reserves are attributable to the properties, or until impairment has occurred. 


Costs subject to depletion under the full cost method also include estimated future removal and site restoration 


costs. Such costs include production equipment removal and environmental cleanup based upon regulations and 
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(<) 


economic circumstances at year end. The current provision for future removal and site restoration costs is included 


in depletion and depreciation expense. 


In applying the full cost method, the Company performs a ceiling test which restricts the capitalized costs less 
accumulated depletion and depreciation from exceeding an amount equal to the estimated undiscounted value of 
future net revenues from proven oil and gas reserves, based on current prices and costs, and after deducting estimated 
future general and administrative expenses, financing costs, income taxes and future removal and site restoration 
costs. Costs to acquire significant proved reserves are excluded from the ceiling test for a period of 24 months following 
acquisition, provided any excess of costs over future net revenues is not considered to represent a permanent impairment 


in the ultimate recoverable amount. 


The amounts recorded for depletion and depreciation of exploration and development costs, the provision for future 
site restoration and the ceiling test are based on estimated proven reserves, production rates, future oil and natural 
gas prices and future costs. By their nature, these estimates are subject to measurement uncertainty and changes 


in such estimates may have a material impact on the financial statements of future periods. 


Depreciation 


Office and computer equipment is depreciated at 30% per annum on a declining-balance basis. 


(d) Joint ventures 


(e) 


Substantially all of the exploration and production activities of the Company are conducted jointly with others and, 


accordingly, the accounts reflect only the Company's proportionate interest in such activities. 


Income taxes 

The Company follows the liability method of income tax allocation. Under this method, income tax assets and liabilities 
are recorded to recognize future income tax inflows and outflows arising from the settlement or recovery of assets 
and liabilities at carrying values. Income tax assets are also recognized for the benefits from tax losses and deductions 
that cannot be identified with particular assets or liabilities, provided those benefits are more likely than not to be 
realized. Future income tax assets and liabilities are determined based on the tax laws and rates that are anticipated 
to apply in the period of realization. 
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(f) Diluted income and cash flow from operations per share 
Diluted income and cash flow per share is calculated using the treasury stock method, whereby it is assumed that 
proceeds from the exercise of stock options and warrants are used by the Company to repurchase Company shares 
at the weighted average market price during the period. 


(g) Stock options 
The Company has a stock option plan as described in note 5(d). No compensation expense is recognized when stock 
options are issued to directors, officers, consultants and employees of the Company. Any consideration paid on 
exercise of stock options is credited to share capital. 


3. PROPERTY AND EQUIPMENT 
December 31, 2001 
Accumulated 


Depletion and Net Book 
Cost Depreciation Value 
Petroleum and natural gas properties 
including exploration and development thereon $ 3,782,965 $ 735,205 $ 3,047,760 
Lease and well equipment 401,705 118,041 283,664 
Office and computer equipment 5S, 72 26,896 26,276 
$ 4,237,842 $ 880,142 $ 3,357,700 
March 31, 2001 
Accumulated 
Depletion and Net Book 
Cost Depreciation Value 
Petroleum and natural gas properties 
including exploration and development thereon $ 2,865,900 $ 479,809 $ 2,386,091 
Lease and well equipment 313,990 90,710 223,280 
Office and computer equipment 26,714 15,635 11,079 
$ 3,206,604 $ 586,154 $ 2,620,450 
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During the period, the Company capitalized $128,772 (year ended March 31, 2001 - $183,289) of a total of $391,034 
(year ended March 31, 2001 - $469,160) in general and administrative expenses. 


Unproven properties in the amount of $397,026 (March 31, 2001 - $103,002) were excluded from costs subject to depletion 
and depreciation. 


Future removal and site restoration costs are estimated in aggregate to be $149,584 (March 31, 2001 - $128,180), of 
which $10,331 (year ended March 31, 2001 - $13,037) has been charged to current earnings. 


4. BANK DEBT 

The Company has available a revolving operating demand loan to a maximum of $1,500,000, bearing interest at the 
bank's prime rate plus 0.375% per annum and secured by a first floating charge over all assets of the Company. As the 
bank does not foresee demanding repayment of the outstanding principal balance prior to December 31, 2002, this lia- 
bility has been classified as long-term. 


5. SHARE CAPITAL 
(a) Authorized 
Unlimited number of Class A voting common shares 
Unlimited number of Class B non-voting common shares 


Unlimited number of preferred shares, issuable in series 


(b) Issued 
oes December 312001 eh 200 

Class A shares Number Stated Value Number Stated Value 

Balance, beginning of period 5,839,300 $ 1,905,669 5,927,300 $ 1,934,387 

Exercise of stock options —__ Se POOOO ee 30,000 : Synch a eens 
5,914,300 1,935,669 5,927,300 1,934,387 

Repurchased pursuant to 

Normal Course Issuer Bid (note 5[c]) (94,500) (30,840) (88,000) (28,718) 

Balance, end of period 5,819,800 $ 1,904,829 5,839,300 $ 1,905,669 
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(c) The Company commenced a Normal Course Issuer Bid on July 16, 2001, allowing it to purchase up to 291,340 Class 
A shares for cancellation until July 16, 2002. During the nine month period ended December 31, 2001, the Company 
repurchased 94,500 (year ended March 31, 2001 - 88,000) Class A shares for $34,629 (year ended March 31, 2001 - 


$23,745). The excess of repurchase price over stated value of $3,789 was recorded as a reduction of contributed surplus. 


(d) The Company has a stock option plan under which directors, officers, consultants and employees of the Company 
are eligible to receive stock options. The aggregate number of shares reserved for issuance upon exercise of all options 
granted under the plan may not exceed 10% of the common shares then issued and outstanding. The Board of 
Directors shall determine the terms and provisions of the options at time of grant. Options under the plan generally 
have a term of five years and are vested upon issuance. The exercise price of each option shall not be less than the 
price permitted by any stock exchange on which the common shares are then listed. On December 31, 2001, 508,000 
options were outstanding under the plan and expire between December 2002 and July 2006. 


A summary of the status of the Company's stock option plan as of December 31, 2001 and March 31, 2001 and 
changes during the periods ending on those dates are as follows: 


December 31, 2001 March 31, 2001 
Weighted Weighted 
Number of Average Number of Average 
Options Exercise Price Options Exercise Price 
Outstanding, beginning of period 563,000 $ 0.36 563,000 $ 0.36 
Granted 20,000 0.38 - . 
Exercised (75,000) (0.40) - - 
Outstanding and exercisable, 

end of period 508,000 $ 0.35 563,000 $ 0.36 
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The following table summarizes information about stock options outstanding and exercisable at December 31, 2001: 


Weighted Average 


Exercise Remaining 
$ 0.18 180,000 2.2 years 
0.38 20,000 4.5 years 


0.45 _ 


508,000 


_0.9 years 


(e) Net income and cash flow from operations per share 
Net income and cash flow from operations per share are calculated based on the weighted average number of 
Class A shares outstanding during the period of 5,796,200 (March 31, 2001 - 5,888,675). The exercise of stock options 
would not be materially dilutive. 


6. INCOME TAXES 


(a) Significant components of the Company's future tax liability include the following: 


December 31, March 31, 

ee es ee ee 
Net book value of property and equipment in excess of tax values $ 438,472 $ 416,392 
Provincial royalty tax deductions (27,397) (22,903) 
Future site restoration (18,055) (14,293) 
Share issuance costs (6,263) (21,982) 

$ 386,757 $ 357,214 
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(b) Income tax expense differs from that which would be expected from applying the effective combined Canadian 
federal and provincial income tax rate of 42.62% (year ended March 31, 2001 - 44.62%) to income before income 
taxes as follows: 


December 31, March 31, 
2001 2001 
Expected income tax expense $ 17,012 $ 306,597 
Increase (decrease) resulting from: 
Non-deductible crown payments, net 72,069 169,714 
Resource allowance (40,102) (140,944) 
Provincial royalty tax deduction (4,742) (36,981) 
Change in future tax liability resulting from 
decreased tax rates (12,011) - 
Other (7,801) 10,852 
Income tax expense $ 24,425 $ 309,238 
(c) Significant components of income tax expense are as follows: 
December 31, March 31, 
2001 2001 
Current income tax expense (recovery) $ (S318) 2S 58,963 
Future tax expense relating to temporary differences 29,543 250,275 
$ 24,425 $ 309,238 


(d) The Company has the following unused tax deductions available as at December 31, 2001: 


Canadian Oil and Gas Property Expense $ 942,477 
Canadian Development Expense 491,271 
Canadian Exploration Expense 485,709 
Undepreciated Capital Cost 443,065 
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7. COMMITMENT 
The Company is committed under an operating lease on its office premises for future rental payments, exclusive of 
occupancy costs, as follows: 


2002 $ 25,362 
2003 25,562 
2004 25,362 
2005 12,681 

$ 88,767 


8. FINANCIAL INSTRUMENTS 
Fair values 


The fair value of all financial instruments approximate their carrying amount. 


9. ALBERTA ROYALTY TAX CREDIT REASSESSMENT 

The Company's Alberta Royalty Tax Credit (“ARTC”) claims for tax years ending March 31, 1998, 1999, 2000 and 2001 
are being reviewed by Alberta Treasury, Tax and Revenue Administration. Management has recorded a liability in the 
amount of $50,000 to estimate ARTC reassessments attributable to crown payments on ineligible petroleum and natural 
gas properties previously believed to qualify for ARTC. Should the Company be reassessed for additional ARTC claims, 
any such amount will be recorded in the year in which the reassessment is received. 


10. RECOVERY OF GAS PROCESSING FEES 

The Company is currently involved in discussions to recover third party gas processing fees. In the opinion of management, 
approximately $25,000 of fees previously levied are recoverable. Any fees recovered will be recorded when the amount 
is determined and collection reasonably assured. 
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